It has been predicted that online sales will increase from $48 billion in 1998 to $1.8 trillion by 2003. The worldwide Internet population was 445.9 million in 2002 and was projected to grow to 709.1 million by 2004. Also, Americans spent $2.6 billion online during the first week of December, 2001, an increase of 91 percent from the estimated $1.4 billion spent during an average week in November, 2001November, (cyberatlas.internet.com, 2001November, , 2002a.
assumptions and beliefs that the Internet would lead to perfect competition, many online companies set prices below consumers' value-based prices. And, of course, many online dot.com companies failed and no longer exist. Thus, we need to first examine the underlying theory that the Internet will lead to low prices and then confront that theory with what we know about how pricing really works.
Can the Internet lead to perfectly competitive prices?
It is noted that traditional economic theory assumes that buyers and sellers have perfect information about prices, their own tastes and preferences, and their budget or income available for purchasing goods and services. In addition, a perfectly competitive market is characterized by many independently acting buyers and sellers, homogenized products, and relatively easy entry and exit of firms.
Moving towards perfect information
When buyers are faced with imperfect information and an inability to assess quality, and therefore the ability to determine their degree of satisfaction prior to purchase, they may use price to infer quality and their expected degree of satisfaction. The quality of the attributes of some goods can be assessed prior to purchase and we call these products search products. Examples of search products would include books, CDs, brand-name hard goods, airline tickets, toys, pet supplies, standard industrial supplies. Indeed, one survey indicated that online shoppers purchased more books and videotapes online than in stores (Chicago Tribune, 2000) . Further, the Consumer Price Index (CPI) inflation rate for November 1999 for recreational products was 0.7 percent compared to the overall CPI inflation rate of 2.2 percent (Cooper and Madigan, 1999) . Products in the recreational category include toys, music, books and pet supplies. In a study of prices for DVD titles, prices of pure Internet retailers were lower by an average of $3.27 in comparison to retailers who sold both online and in retail stores. Moreover, the spread of prices for pure Internet sellers was considerably lower than the prices for the multichannel retailers (Tang and Xing, 2001) . Buyers perceive less risk in buying products that they believe vary little in quality across alternative sellers including online sellers. And if there is little perceived quality variation across sellers, then buyers are more likely to minimize the price paid for such items.
However, searching for the lowest price from alternative sellers can be time consuming and effortful in traditional shopping. Most busy people do not have the time or the willingness to visit multiple outlets seeking the lowest price for a considered purchase. Thus, searching online for the lowest prices for these types of products can be convenient, quick, and comparatively costless. For example, one shopping bot, CompareNet, offered detailed information on more than 100,000 products. Other sites provide software agents to find products (Green, 1998; Compton, 2000; D'Innocenzio, 2001) . Moreover, online shoppers can search in a wider geographical area than in the local community.
Shopbots provide``one-click'' Internet access to price and product information from a relatively large number of competing sellers. It has been estimated that in comparison to telephone-based shopping and in-person retail store searching, they can reduce buyer search costs for product and price information at least 30-fold (Brynjolfsson and Smith, 2000) . Shopbots collect and provide information on a variety of product characteristics, retailer characteristics, and usually rank the retailers on a characteristic specified by the shopper, e.g. price or shipping costs and time.
These search engines, or shopbots, help to reduce asymmetric information between buyers and sellers. By reducing this asymmetry in information, buyers have additional influence in the negotiating process, transaction costs are reduced, and buyers have increased ability to make informed decisions. Further, shopbots and demand aggregation sites, or Web aggregators, help to reduce asymmetric information by providing searches that compile product and pricing information. Moreover, these aggregators connect individual buyers for the same product into buying groups and help them obtain volume discounts. General Electric Co. was able to reduce its purchase costs by 20 percent on more than $1 billion of purchases of operating materials by pooling orders from divisions on a worldwide basis (Hof, 1999) . Thus, the ability of the Internet and information technology to reduce the amount of asymmetric information helps increase buyer power. As a result, customers may come to think of price as something they direct and control, rather than something given to them (Wyner, 2001 ).
Many independent buyers and sellers
As mentioned above, online sales have been increasing rapidly, the worldwide Internet population has been growing dramatically, and there has been a veritable influx and exit of online sellers and intermediaries. One consequence of this growth and market instability is a wide variety of choices for buyers. Such a variety of choices online further enhances buyers' power including their ability to pool resources and purchase in volume. Moreover, the Internet serves to eliminate local and regional protections for sellers as now buyers can literally buy from anyone in any region of the world. Also, the direct supplier-buyer relationship in Internet transactions reduces or eliminates the various intermediaries in traditional distribution systems. Each of these trends serves to increase competitive pressure and keep pressure on prices to be relatively low as would be expected from traditional economic theory.
Moving from differentiated to homogeneous markets
The increased popularity of shopbots and aggregation sites has many online sellers fearing that their products will be perceived as homogeneous offerings, as compared to those of competing products, and price wars may erupt. Before the arrival of shopbots, online businesses maintained higher prices due to the lack of perfect information between buyers and sellers and the added convenience that buyers received from purchasing products online in lieu of conventional retail outlets. Shopbots have weakened the ability of online firms to charge higher prices by reducing the effects of imperfect information and by giving online buyers increased convenience through technology that searches a variety of sites for pricing and product information. The compilation abilities of shopbots has led to predictions that the Internet will lead to the commodization of products, whereby all products are viewed equally and the customer selects products based solely on price (Rayport and Jaworski, 2001) .
In other words, many believe that the Internet, in effect, will homogenize products, resulting in price competition. As traditionally differentiated markets move towards commodity markets through consumers' use of shopbots and aggregators, previously differentiated markets will be defined by:
Search engines or shopbots
Online sales have been increasing rapidly All products are view ed equally a reduction in buyers' incremental costs of obtaining price and product information; the inability, in theory, of sellers to easily``obscure their quoted prices'' as third-party aggregators demonstrate competing prices side by side; and equilibrium's positive effect on buyers through increased price competition and a reduction of sellers' market power (Bakos, 1997) .
Are prices lower on the Internet?
While there is evidence that prices for some types of products on the Internet are lower than in traditional retail outlets, nevertheless, it remains inconclusive as to whether this assumed perfect competition consequence will materialize as believed. For example, one study found that prices for books and CDs on the Internet were 9-16 percent lower than prices in conventional outlets depending on whether taxes, shipping, and shopping costs were included in the price. Another study of the online book market found that prices were lower for books carried by more online stores, and for more widely advertised books. The majority of books sold over the Internet were sold by Amazon.com, Barnes & Noble.com and Borders.com and these stores had similar prices. Yet, online book sellers, to various degrees, had successfully pursued a differentiated strategy on dimensions of brand, price and assortment. Similarly, a third study of book buyers using a shopbot, found that retailer brand is an important determinant of consumer choice. Moreover, these same three Internet book retailers held an average $1.72 advantage on same title books over more generic Internet book retailers. Also, Amazon held a $1.30 advantage over the other two name-brand retailers. Even though it would be expected that Internet shoppers who use a shopbot would be the most price sensitive buyers, they still seemed to use brand name as a signal of service quality and were willing to pay more for a book from one of these three retailers (Clay et al., 2001; Smith and Brynjolfsson, 2001) .
A study conducted by Ernst & Young in the late 1990s found that 87 percent of the 30 consumer products tracked could be bought online at the same price or cheaper than in retail stores. For example, the nation's biggest drugstore chains ± CVS, Walgreen Co., Rite Aid Corp., and Eckerd ± were offering medicines online at 10 percent to 30 percent cheaper than those in their own stores (Johannes, 2000) .
Although the above evidence suggests that prices are lower on the Internet, it is not clear that prices are consistent with the expectations based on perfect competition. Other research exists dispelling the belief that the Internet leads to perfect competition. As indicated by the above research on a supposedly commodity product, books, competing on the Internet does not necessarily force online firms to lower prices. The primary reason behind the belief that the Internet does not necessarily force prices down is that research has shown that online consumers are not as price sensitive as had been previously thought. Consumers become less price sensitive and more loyal as the level of quality information on a site increases (Lynch and Ariely, 2000) . Furthermore, although price is an important factor in a buyer's purchasing decisions, a J.P. Morgan report found a variety of other attributes including customer support, on-time delivery, shipping and handling, product content, privacy policies, ease of ordering, product information, Web site navigation and locks, and product selection that were rated more heavily in the purchasing decision than was price. In addition, a McKinsey study
Retailer brand is an im portant determ inant
Less price sensitive and m ore loyal discovered that the majority of online buyers do not actively search competing sites to find the best deal: 89 percent of online book buyers purchase from the first site they visit; as do 84 percent of those buying toys, 81 percent buying music, and 76 percent buying electronics. Also, another McKinsey study found that fewer than 10 percent of North American Internet users could be classified as aggressive bargain hunters. Given the fact that online consumers do not actively search competing sites, it is not surprising that online retailers often set higher prices than those of their competitors. For example, Borders.com, Barnes & Noble.com, and Bertelsmann each charged approximately the same price, differing at most by 5 cents; however, these prices were substantially higher than the lowest prices offered at other online retailers (Baker et al., 2001; Hamilton, 2001; Rayport and Jaworski, 2001 ).
Why the Internet may not lead to lower prices
The belief that the Internet will move electronic markets towards a perfectly competitive market seems logical if it is assumed that imperfect information within the exchange relationship will decrease, that consumers will become increasingly price sensitive, and that the usage of shopbots will drive differentiated markets towards homogenization and price competition. However, as noted earlier, studies have found that the majority of consumers are not as price sensitive as expected and they do not actively search competing sites before making a purchase decision, resulting in price dispersion or non-uniform prices across the various electronic markets.
Furthermore, although shopbots, in theory, should reduce information asymmetry and reduce consumer search costs, they really do not conveniently assist consumers in finding lower prices as had been previously expected. To make accurate price comparisons online consumers must have available not only the price of the product but also the shipping fees, sales tax, and other offer/transaction information. To collect and study all of this information requires time and outweighs the perceived reduction in search costs of online purchases. As the number of businesses online increases so will the information provided through shopbots, creating an information overload for consumers. As the information provided to consumers increases, they will reduce search costs by adopting decision shortcuts or heuristics (Suri et al., 2001) . These shortcuts may take the form of purchasing from a recognized and trusted site even though the prices on that site may be higher than those of competing sites. This decision to purchase from a recognized name may explain why online bookstores such as Amazon.com, Barnes & Noble.com, and Borders.com may receive higher prices than the competition and still earn significant sales.
Online consumers' tendency to purchase recognized brands or from reputable stores and recent events within the electronic commerce industry demonstrate that entry and exit costs are not low. To attract consumers to a site amidst all the online clutter requires extensive marketing and advertising expenditures. To remain in business and earn a profit with these significant marketing and advertising expenditures, online retailers must achieve high gross margins. High entry and exit barriers, as shown through the need to maintain high gross margins while increasing advertising expenditures, further explain the inability of the Internet retailers to lower prices. It is unlikely that the Internet will create a perfectly competitive market as the products are not commodities, even books. Consumers find that it is different buying from Amazon.com or BN.com because the online interface and after-M ajority of consum ers are not as price sensitive as expected Extensive m arketing and advertising sales services are different. In fact, the retailers with the lowest prices do not receive the most sales (Smith and Brynjolfsson, 2001 ).
Leveraging pricing opportunities on the Internet
The Internet provides a new channel for conducting business. It creates an electronic marketplace where buyers and sellers meet, gather information, submit bids, agree on orders, keep track of the orders being processed, and complete the transaction electronically. This virtual marketplace provides opportunities for online companies to generate more profits if they develop and implement the right pricing strategies. In this section we describe some opportunities for using the Internet to improve profitability.
Research and testing capabilities
In traditional retail outlets sellers must undergo expensive and costly research in terms of time and resources to better understand the effects of pricing decisions on consumer purchases. However, the Internet through programs such as clickstream data that track current online sessions and cookies that track buying histories offers online businesses the opportunity to research consumer purchasing behaviors and test pricing decisions in realtime with minimal costs.
For example, Zilliant tested various pricing strategies for its software services online by first reducing the price of four different products by 7 percent. The price reduction resulted in an increase in sales volume of 5-20 percent for three of the products, but unfortunately did not override the costs of implementing the lower price. However, Zilliant did discover that sales for the fourth product doubled. Further analysis of the data for the fourth product uncovered a new segment that the company had not targeted in the past ± high schools and universities. As a result, Zilliant tailored a Web site with special prices to meet the needs of this new segment (Baker et al., 2001) .
Customer segmentation
As Zilliant discovered, the Internet provides a way to not only test different pricing tactics but to also discover new market segments. An increasing number of online businesses have realized this segmentation benefit of the Internet and have adopted research techniques to categorize customers based upon their desired product features, previous purchase behaviors, and accepted price ranges.
Understanding each customer segment enables segment-specific prices or promotions. For example, United Airlines' electronic commerce division provides numerous benefits to the company. First, the division's unique online reservation system has eliminated an average of $1.3 billion in conventional transaction costs (i.e. travel agent commissions and booking fees). In addition, the online reservation system has enabled United Airlines to provide customers with efficient and timely customer service. However, more important, United Airlines' online reservation system and its tracking software have uncovered eight distinct customer segments ranging from price sensitive consumers who prefer booking tickets through Priceline.com to business travelers requiring last-minute reservations (Schmeltzer, 2000) .
Another example of how online segmentation has improved pricing structures is Ford's research of its online customers. Previously, Ford spent approximately $10 billion annually by offering special promotions (i.e. cashback rebate programs) to all customers across a wide range of models. Online segmentation practices assist Ford in targeting promotions only at
New channel for conducting business

Uncovered new segm ent
Num erous benefits to com pany those models that would most benefit and only to those buyers who would actually respond. The Internet allows companies to identify customers who are willing to pay premium prices (Cortese, 1998) .
Dynamic pricing
The ability to better segment consumers through Internet tracking technology has led to an increased usage of dynamic pricing practices by online businesses. The Internet is an important ingredient in the paradigm shift that will profoundly alter the way goods are marketed and sold. The Internet provides marketers the ability to offer special deals tailored specifically for individual consumers on all types of products and services from theater tickets to bank loans to a variety of merchandise. The Internet offers businesses a way to test prices, discover new segments, and continuously change prices based on customer preferences. Now that United Airlines has separated its market into eight customer segments the company will be better able to develop a targeted pricing schedule. In fact, airlines were one of the first industries to charge different prices online for essentially the same product, resulting in price changes several times an hour that make it quite likely that people sitting next to each other paid different fares.
One of the important advantages of the Internet is that it provides a way for firms to move from fixed prices to variable pricing. Previously, most firms changed list prices infrequently as the cost of implementing a price change throughout the distribution system could be quite high. (The cost of implementing a price change is referred to as a menu cost.) For firms with a large product or service offering, it would take months for price changes to filter throughout the distribution system. The Internet reduces the menu cost and the time to change prices. Thus, there no longer is an excuse for not changing prices when they need to be changed. Moreover, increasing digitization of many aspects of businesses makes it much more feasible to tailor prices to segments or even individual customers (Pitt et al., 2001 ).
Transparency and efficiency go both waysIt should be clear that transparency and efficiency go both ways. If it is easy for buyers to compare prices on the Internet, so it is relatively easy for companies to track buyers' behavior and adjust prices accordingly. Just as it is easy for a price conscious buyer to find a low price via the Internet, the Web increases the chances for the firm to find a buyer willing to pay a higher price. Online companies can store large amounts of customer information such as past shopping behavior, demographics and preferences and can capture consumer surplus more easily by charging different price-sensitive customers different prices. Moreover, because effective pricing requires access to historical data and customer insights generated over time, it becomes difficult for new entrants to replicate dynamic pricing capabilities. Online companies with a large customer base have a competitive advantage over new entrants as customer data are a valuable resource for generating sales and profits and it takes time for the new firms to accumulate sufficient relevant information to be effective (Kambil and Agrawal, 2001 ).
Although dynamic pricing may prove beneficial to online businesses, managers must pay close attention to issues of pricing fairness and the potentially negative effects of differential pricing on brand loyalty. In September 2000, Amazon.com's customers discovered that the e-tailer was selling the same DVD movies at different prices to different customers. Depending on previous purchase patterns with Amazon, a DVD such as The
Im portant ingredient in the paradigm shift
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Issues of pricing
X-Files ± The Complete Second Season could cost a customer anywhere from $80-$100. Consumers soon uncovered the differential pricing and flooded chat boards with complaints against the company. Amazon quickly issued reports disclaiming that it was charging different prices for the same product for different customers depending on previous shopping behavior. Instead, Amazon stated that it was merely testing``how customers respond to various prices'', quickly canceled its differential pricing and refunded the difference to customers who paid the higher prices (Adamy, 2000) .
Amazon's experience with differential or dynamic pricing, whether it intended to engage in this behavior or not, suggests that consumers negatively respond to paying different prices for the same product. Note that Amazon's customers did not necessarily balk at paying higher prices; rather the shoppers became angry when they perceived that the company was using previous, personal shopping patterns to charge some consumers higher prices for the same product than other consumers. If online businesses adopt price testing and dynamic pricing, they must consider how customers will perceive these tests and openly communicate the qualifications and restrictions behind differential pricing terms.
Product differentiation
To decrease online buyers' sensitivity to price, sellers must differentiate their products and brand. For example, Dell computer has differentiated itself from other PC manufacturers by offering online consumers the opportunity to choose a particular bundle of features. In essence, customers design their computer and determine a price relative to the bundle of features they want. In effect, the buyer becomes a price maker as well as a price taker.
A study of online wine sales discovered that price sensitivity for wines common to both online stores increased when cross-store price comparisons were made easy. However, easy cross-store price comparisons had no effect on price sensitivity for unique wines. Moreover, when cross-store quality comparisons were made easier for the common wines, price sensitivity decreased (Lynch and Ariely, 2000) . Therefore, to avoid the theoretical commodization effects of shopbots, sellers must provide differentiating features and information to prevent declining prices and/or price wars.
Develop brand loyalty
As we have indicated earlier, research indicates that few people really do search extensively on the Web before they buy. Because of security concerns, surfers tend to be brand loyal to certain Web sites with which they have had good experiences. Consumers may not take the risk of searching for products with better attributes, and instead remain with the products and Web sites they are familiar with. This behavior results in increased consumer loyalty, which permits firms to increase their prices. For example, most customers of Amazon.com are loyal even though Amazon.com charges higher prices than some other online book retailers. Consumers are prepared to pay more to use a reputable seller and will pay more for a seller they have visited previously. This point suggests that there are important unobserved quality characteristics for which brand name is a signal, and that there may be important costs of switching from one seller to another. Developing a reputable brand name and receiving a price premium for the products is the same pricing strategy as in the brick-and-mortar world (Latcovich and Smith, 2001 ).
Higher prices for sam e product Brand loyal to certain W eb sites
Include shipping and handling in the profitability analysis As a way to attract buyers, some online companies charge a relatively low price on the product but add a shipping and handling fee that is greater than the actual cost of shipping and handling. It has been estimated that nearly half of the biggest 50 online retailers make a profit beyond actual merchandise sales by charging shipping fees in excess of cost (Orr, 2001) . Although shipping and handling fees can be a source of income, this practice may be perceived to be an unfair practice. Moreover, using shipping and handling as a source of profits assumes that buyers do not pay attention to these charges. However, if shoppers come to believe that shipping charges are a``rip-off'', they are likely to abandon their virtual shopping carts (Neuborne, 2001) . Part of this problem of how shipping charges are perceived is a result of the vast majority of start-up Internet stores providing free shipping even for very bulky items like dog food and cat litter. Of course, many of these dot com retailers did not survive and those that have are trying to catch up by now charging for shipping and handling. E-retailers seem to prefer to set a flat shipping rate as opposed to a weight-based shipping charge, because such a rate reduces the need to calculate the shipping and handling charge for each order. However, such an approach leads to some real difficulties. Consider the example of CD retailer CDNow that set a $2.99 fee for shipping and handling for the first CD in an order, and 99 cents for each additional CD. An order of 200 CDs from CDNow would lead to a shipping and handling charge of $200, even though the shipping cost to the company would be $28 (Orr, 2001) .
Offer multiple versions
Developing multiple products or versions is a way to generate more revenues by product differentiation and price segmentation as different versions of products are offered to certain market segments. For example, computer software can be bought in``student'' and``professional'' versions. In the student version, some features will be disabled, and this is sold at a significantly lower price. One type of software for designing experiments was priced at $499 for the education institution market and about $2,000 more for the commercial research market. For digitized products with nearzero reproduction costs, developing multiple versions at different prices can be a viable option to improving profitability. Products can be offered that exactly meet what different customers want at a price they are willing to pay (Daripa and Kapur, 2001) .
Create or participate in electronic marketplaces
The Internet can be used to build up a community for buyers and sellers or electronic marketplaces where a group of buyers and sellers interact to trade, consolidate sales, and set prices for transactions. In January, 2002, it was reported that 26 percent of organizations bought goods or services via online marketplaces (Dolan and Moon, 2000; cyberatlas.internet.com, 2002a, b) . The way these exchanges function is buyers provide an``offer to buy'' a specific item, e.g. a type of steel, and sellers provide an``offer to sell''. The Internet then provides a mechanism for the buyer to learn of current posted product offerings and the seller can learn of current product requests. If the item that buyers are seeking is listed in the product offerings, they can select a seller and submit a bid. Then the seller and buyer can negotiate to arrive at an agreeable set of terms for the transaction. Sellers likewise can learn of buyers seeking a product and submit an offer to one or more of these buyers, which can be accepted, rejected or negotiated by these buyers.
A w ay to attract buyers Products can be offered that exactly m eet what different custom ers want A com m unity of buyers and sellers
The Internet has opened up the globe for transactions. A major advantage of these electronic marketplaces is that they facilitate exchanges among buyers and sellers who neither meet, nor would have been involved in trade prior to the development of these organized exchanges. As we have noted above, while the buyer has access to many more suppliers which would be expected to place pressure on prices, so does the supplier have access to more buyers who may be willing to pay more for the product. Thus, it remains unclear as to whether these exchanges will lead to higher or lower prices than previously. It is likely that transaction prices will exhibit less variability over time than when buyers and sellers were restricted to more local markets.
Novel Internet pricing models
The Internet also makes possible many novel forms of pricing models. In this section we will review a few of those that have been successful.
eBay's trading platform
In September 1995, eBay founder Pierre Omidyar attempting to help his girlfriend trade Pez dispensers began a basic Web site called Auction Web. But his vision was more than just to help her sell this product. What he had in mind was to create an exchange market for a range of goods that was powered by individuals, not large corporations. He designed an Internet auction site that used the mechanism of a Dutch auction to allow relatively small sellers to sell collectibles in a much wider market. eBay has grown rapidly both in sales and in the community of sellers who regularly use the Web site to sell their products. Today, their goal is to build the world's largest online trading platform where practically anyone can trade practically anything (Schonfeld, 2002) . eBay has a very unique business model. As was his objective, Omidyar had created an entirely new market. While many other Internet companies primarily had borrowed something that existed offline and translated it into an online version, he had developed something that could not be done in the real world. Sellers are attracted to eBay because there is a large number of potential buyers, and buyers are attracted to eBay because of the broad selection of goods listed on eBay. eBay generates revenues in two ways. Listing and special placement fees ± the fees sellers paid for listing their items ± accounted for approximately 45 percent of eBay's total revenue. Final value fees ± a percentage of the final sale price of the item ± accounted for 55 percent. As the size of its community grew, profits grew also. The Internet provides a platform that enables trade and a bonding community to socialize by its feedback system where buyers and sellers can rate each other. eBay also tracks customers' information to improve its services and find other business opportunities.
Priceline's reverse auctions
Priceline is another successful business model, which specializes in bidding/ reverse auctions. Priceline (www.priceline.com) allows buyers to specify product requirements and the amount they are willing to pay and then make corresponding offers to the participating sellers, reversing the traditional functioning of retail markets (Turban et al., 2000) . For example, a person can specify that he/she would like to pay $50/night for a three star hotel room in a certain area. Then the hotels that are willing to accept this price will respond. Once the bid is accepted, one cannot cancel the bid. The same bidding process works for air tickets and car rentals. Priceline is one of the first dot com companies to become profitable.``Excluding one-time gains
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Reversing the traditional functioning of retail m arkets and losses, Priceline.com reported a pro forma profit of $3.3 million, or 1 cent a share for the last quarter of 2001'' (The New York Times, 2002) .
Price comparison Web sites
The leading sites for price comparisons are Dealtime.com and mySimon.com. Within seconds, these price comparisons sites can perform automatic price and feature comparisons. Potential buyers simply visit the site, indicate the item of interest, and the search agent scans product and pricing information from a list of hundreds of online sellers stocking the items. Many of these sites charge merchants a fee to be part of their searches (Dolan and Moon, 2000) . For example, mySimon.com generates its revenue by earning a commission every time a buyer accesses a merchant site and finally buys an item, through the search. mySimon.com plans to expand the depth of product information by offering detailed information about shipping and return policies and license its technology to sites with special-interest audiences (D'Innocenzio, 2001 ).
Summary
Initial online pricing analysis supported the idea that the Internet would create a perfectly competitive market. The assumed increase in information flow between buyers and sellers combined with the commodization effects of shopbots were to have resulted in lower online prices. Although there is some evidence to support this theory of the Internet creating perfect competition, more extensive research has found that online prices are not uniformly decreasing. In fact, in some cases online prices are higher than those of conventional retail outlets.
Given that the Internet is not creating a state of perfect competition by forcing prices downward, pricing managers must understand how to use Internet technology to improve their pricing decisions. Now more than ever, through the use of Internet technology, managers are efficiently and effectively able to test pricing schedules and customer behaviors, segment their customers, continuously maintain and update prices, and differentiate their product and price offerings. In conclusion, the Internet is moving towards a completely different direction than what had been previously thought. Instead of uniformly low prices, online firms are using the Internet to create a market where uniform prices are increasingly rare. 
Executive summary and implications for managers and executives
The Internet isn't driving down prices
